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FOR ASSISTANT SECRETARY TODMAN FROM LUERS 

E.O. 11652: N/A 
TAGS: ETRD, UY, CO, EC 

SUBJECT: COUNTERVAILING DUTY INVESTIGATIONS -LEATHER 
HANDBAGS FROM COLOMBIA AND URUGUAY 

1 . AT OUR REQUEST TREASURY HAS POSTPONED UNTIL 
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JUNE 21 OFFICIAL PUBLICATION OF A COUNTERVAILING 
DUTY (CVD) INVESTIGATION ON IMPORTS OF LEATHER 
HANDBAGS (TSUS 706.0820) FROM COLOMBIA AND URUGUAY. 
PUBLICATION OF THE NOTICE IN THE FEDERAL REGISTER 
WAS ORIGINALLY SCHEDULED FOR MAY 31, BUT WE FELT 
THE POSSIBLE ADVERSE PUBLIC REACTION COULD DETRACT 
FROM MRS. CARTER'S VISIT. THE COLOMBIAN AND 
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URUGUAYAN EMBASSIES ARE AWARE OF THE INVESTIGATIONS 
AND IT MAY EVEN BE IN THE PRESS BY THE TIME OF YOUR 
ARRIVAL IN BOGOTA. WE SUGGEST THAT YOU TAKE THE OPPORTUNITY 
DURING YOUR STOP THERE TO BRIEF THE GOC ON THE 
NATURE AND STATUS OF THE INVESTIGATION. 

2. TREASURY RECEIVED A PETITION APRIL 22 ALLEGING 
PAYMENT OF A BOUNTY OR GRANT (SUBSIDY) ON HANDBAGS 
EXPORTED TO THE U.S. FROM COLOMBIA AND URUGUAY. 

WE UNDERSTAND COMPLAINT REGARDING COLOMBIA CONCERNS 
PRIMARILY A GOC TAX CREDIT (CAT) OF 8 PERCENT 
DESIGNED TO STIMULATE NON-TRADITIONAL EXPORTS PLUS 
OTHER LESS SIGNIFICANT ALLEGATIONS. THE U.S. LAW 
REQUIRES ONLY THAT THE EXISTENCE OF A SUBSIDY BE 
ESTABLISHED IN ORDER TO REQUIRE IMPOSITION OF COUNTER- 
VAILING DUTY EQUIVALENT TO THE AMOUNT OF THE SUBSIDY. 

IN THIS CASE NO INJURY NEED BE ESTABLISHED; THIS 
IS NOT A DUTY FREE ITEM. A PRELIMINARY DETERMINATION 
IS REQUIRED BY OCTOBER 22 AND A FINAL DETERMINATION 
BY APRIL 22, 1978. IMPORTS FROM COLOMBIA IN 1976 
WERE 5.6 MILLION DOLLARS AND FROM URUGUAY 3.3 
MILLION DOLLARS. 

3. COLOMBIA MAY REACT STRONGLY TO THE INVESTIGATION. 

THE ONLY RECENT COUNTERVAILING DUTY CASE INVOLVING 
COLOMBIA WAS WITH RESPECT TO EXPORT TAX REBATE ON 
CUT FLOWERS IN 1974. APPLICATION OF CVD WAS EVENTUALLY 
AVOIDED THROUGH ELIMINATION OF REBATE. COLOMBIAN 
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REACTION WAS, HOWEVER, HIGHLY ADVERSE. IN ADDITION 
TO EXPRESSIONS OF GRAVE CONCERN OVER PRESENT HAND- 
BAG INVESTIGATION, GOC IS LIKELY TO RECALL BOTH 
PREVIOUS CVD CASE AND PRESENT ESCAPE CLAUSE INVESTI- 
GATION ON CUT FLOWERS. 

4. WE SUGGEST YOU MAKE FOLLOWING POINTS IN DISCUSSION 
WITH GOC OFFICIALS: 

- WE ARE PROVIDING ADVANCE NOTICE ON INVESTIGATION 
BECAUSE WE UNDERSTAND COLOMBIAN SENSITIVITY ON THIS 
QUESTION. 

- PRESENT INVESTIGATION IS TO DETERMINE FACTS; IT 
DOES NOT ASSUME THAT COUNTERVAILING DUTIES WILL 
NECESSARILY BE APPLIED- ALTHOUGH WE WOULD NOTE 
THAT CAT SYSTEM APPEARS TO BE ESSENTIALLY THE SAME 
AS IN THE PREVIOUS CUT FLOWER CASE. 

- WE WILL BE CONSULTING FULLY WITH GOC IN OUR 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


FACT-FINDING EFFORT AND GIVE THEM EVERY OPPORTUNITY 
TO PRESENT THEIR VIEWS. TREASURY WILL SOON PROVIDE 
COLOMBIAN EMBASSY WITH QUESTIONNAIRE ON THE EXPORT 
REBATE SYSTEM. 

- IF WE DO FIND THAT THE COLOMBIAN SYSTEM IS 
SUBJECT TO COUNTERVAILING DUTIES WE WILL BE 
PREPARED TO DISCUSS POSSIBLE STEPS COLOMBIA 
MIGHT TAKE LEADING TO A TEMPORARY WAIVER PROVIDED 
FOR IN THE TRADE ACT. 

5. FYI. A 1975 COUNTERVAILING DUTY INVESTIGATION 
OF LEATHER HANDBAGS FROM BRAZIL RESULTED IN AN 
AFFIRMATIVE DETERMINATION AND THE IMPOSITION OF 
ADDITIONAL DUTIES OF 14 PERCENT. THE COUNTER- 
VAILING DUTIES WERE TEMPORARILY WAIVED EFFECTIVE 
JULY 1. 1976, AFTER CONDITIONS FOR A WAIVER WERE 
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MET. THESE CONDITIONS, OUTLINED IN THE TRADE ACT 

OF 1974, ARE 1) THAT THE ADVERSE EFFECT OF THE 

BOUNTY OR GRANT BE SUBSTANTIALLY REDUCED OR ELIMINATED, 

2) THAT NEGOTIATIONS BE ONGOING IN GENEVA CONCERNING 
THE REDUCTION OF NONTARIFF BARRIERS TO TRADE AND 

3) THAT IMPOSITION OF THE COUNTERVAILING DUTIES 
WOULD JEOPARDIZE THE SUCCESSFUL OUTCOME OF THESE 
NEGOTIATIONS. THIS WAIVER AUTHORITY WILL EXPIRE, 

HOWEVER, JANUARY 1, 1979. TREASURY WILL ALSO 
PUBLISH NOTICE JUNE 3 OF APPLICATION OF COUNTER- 
VAILING DUTIES ON SOME HANDBAGS FROM KOREA AND THE 
REPUBLIC OF CHINA. ACTUAL PROVISIONS IN THESE 
CASES ARE QUITE COMPLICATED. END FYI. 

6. MONTEVIDEO - THE ALLEGATIONS ON URUGUAYAN 
HANDBAGS ARE ESSENTIALLY THE SAME AS THOSE IN THE 
LEATHER APPAREL PETITION OF WHICH EMBASSY HAS A COPY. 
RICHARD SELF OF TREASURY WILL BE PREPARED TO DISCUSS 
HANDBAGS DURING JUNE 8 VISIT CONCERNING LEATHER 
WEARING APPAREL CASE. VANCE 
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